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REPORT OF THE PRESIDENT

* * *

ASSOCIATION PROGRAM AND ISSUE REPORT

I. ADVOCACY OVERVIEW

A. Congress

The sweeping tax reform bill approved by the Senate Finance
Committee on May 7 by a 20-0 vote is expected to reach the Senate
floor in early June. President Reagan has praised the bill as a
"giant step forward" and "a magnificent first victory over the
stagnating forces of the status quo.” The Committee has described the
bill as "revenus neutral” -- stating it would raise as much as current
law, but from somewhat different sources. The Committee bill
generally would raise corporate income tax burdens less than the bill
passed by the House last year; however, it aiso includes some changes
in individual income taxes that would have a major impact on business.

. Superfund conferees have been meeting regularly to try to
construct a compromise as the May 31 deadline of the short-term
extension fast approaches. EPA could begin experiencing another
financial crisis for the program since it is not expected that the
funding mechanism issue will be resolved before this deadline. Few
conferaes appear interested in approving another short-term extension.

The House/Senate Conference Committee has completed action on a
bill to extend the Safe Drinking Water Act through 1989. Final floor
action is imminent and the bill will most likely be sent to President
Reagan for signature by June 1. There iz a chance, however, that the
White House staff may recommend that the President veto the bill
because of concern over costs of construction grants programs.

A markup of process patent legislation has been scheduled for
May 21 by the House Judiciary Subcommittee on Gourts, Civil Liberties
and the Administration of Justice. Hearings are scheduled on the same
day prior to the markup.

The House Ways and Means Trade Subcommittee held a markup during
the week of April 21 on the third version of the "discussion draft"
cmnibus trade bill. Markup by the full Committee was completed May 1.
A floor vote could come by mid-May. There is a 50-50 chance the
Senate will pass a trade bill during this Congressional session.

CMA 075796




B. Federal Regulatory Agencies

Envirgnmental Protection Agency (EPA). Don Clay, formerly
Director of the Qffice of Toxic Substances (OTS), was transferred te
the Office of Air and Radiation to be Deputy Assistant Administrator
of Air and Radiation. Mr. Clay's experience in 0TS may prove valuable
in EPA's activities to expedite listing decisions for hazardous siy
pollutants.

Dr. Jack Moore, Assistant Administrator for Pesticides and Toxic
Substances, addressed CMA's Health and Safety Committee on May 8. Dr.
Moore spoke about his view of the Toxic Substances Control Act (T3Ca)
and the Office of Toxic Substances's (OTS's) role in EPA activities.
Although TSCA has been a disappointment to many, Dr. Moore feels that
it ig not a failure. 1In the coming vears, 0TS plans to concentrate on
two major regulatory programs: new chemical review, and testing and
reporting rules. According to Dr. Moore, EPA views the new chemical
review, or premanufacture notice (PMN} program, as TSCA's unique
feature. Accordingly, OTS will continue to devote resources to the
review and, where necessary, the regulation of new chemicals. OTS
also plans to devote resources to developing data through testing
rules and to gathering information through reporting rules. Unlike
the new chemicals program, which EPA views as a TSCA activity unique
to OTS, EPA views the testing and reporting activities in 0TS as
support for other EPA programs. For example, EPA plans to use test
rules for testing wastes to aid EPA listing decisions undar the
Resource Conservation and Recovery Act. The Health and Safety
Committee will work closely with other CMA ccommittees as EPA begins to
usa TSCA more in the implementation of other statutes.

Department of Transportation (DOT). Secretary Dole annocunced ~ 83
that DOE would be issuing regulations requiring special licenses for '
drivers of vehicles carrying hazardous materials. This is expected to
take the form of guidelines to be used by states.

C. International

The President was challenged recently on trade issues by both the
Senate and the House. The Senate Finance Committee waited until the
last day of its legal authority to votae on disapproval of the
President's right to negotiate a free trade arrangement with Canada.
This allowed the President to lobby sufficiently to win a supporting
vote from Senator Matsunaga (D-HI). The tie vote in the Senate
Finance Committee was a win for the President and he can now proceed
with talks scheduled to start on May 21.

The CMA position of support for the trade agreement, but with
conditions, was conveyed to both the House Ways and Means Committee
+ and the Senate Finance Committee. The CMA International Trade
g Committee met for the third time with the Canadian Chemical Producers
. Association representatives. It afforded both groups with better
information on expected strategies of the respective governments.
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The second challenge to the President was growing House momentum
for an omibus trade bill. It included a number of provisions that
were termed protectionist and were opposed by Mr. Reagan's Trade
Representative, Ambassador Yeutter. One of these was the natural
resources provision on which CMA is neutral. The complicated bill was
subjected to very brief hearings by the Ways and Means Committee and
reportad out quickly. Hearings on trade legislation have alsc been
held in the Senate and it is possible the Congress can send a bill to

the President this year.

There is comncern about governmental actions that divert new world
petrochemical production from one market to another. This was the
subject of a meeting of CMA and The European Council of Chemical
Manufacturers Federations (CEFIC) in Brussels. The imposition of EEC
MFN duties on Saudi Arabian petrochemicals which have been entering
the EEC duty free is illustrative of actions discussed. Strategies in
the coming Multi-lateral Trade Negotiations were also explored in
detail.

D. States

The initiative/referendum form of government-by-the-citizens is
alive and well as indicated by two major initiatives in California.
The first seeks to include on the November ballot, a “Safe Drinking
Water and Toxic Enforcement Act of 1986'". The initiative proposes
legisiation which would list chemicals known to cause cancer, at least
in animals, or to cause reproductive toxicity and there would be no
threshold concentration for these chemicals. The proposal would
prohibit the discharge of these chemicals into water or on to land,
elther directly from manufacturing facilities or even from consumer
products and foods. Furthermore, it ceontains a “bounty hunter
provision" which awards 25% of the fines to the bounty hunter and this
person does not have to be personally involved in any alleged injury.
The Califoernia Chemical Industry Council is working with the
California Council for Environmental and Economic Balance (CCEEB) to
develop 4 multi-million dollar industry campaign against the
initiative.

The second initjative in California is concerned with the
liability crisis. The Taxpayers for Fair Responsibility, a broad
based coalition, has qualified an initiative for the June ballot which
would alter the law of joint and several liability, commonly referred
to as "deep pockets". The California Manufacturing Association as
well as the state Chamber of Commerce are twec of the many active
participants in this coalition.

In Massachusetts ap initiative by the Public Interest Research
Group has been started to place a mandatory hazardous waste site
cleanup schedule on the ballot in November.

Alse In the states, Governor Mario Cuomo's Environmental Quality

Bond Act, projected at $§1.45 billiom, would result in private industry
paying an additional $16 million annually in new taxes and fees.
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Total industry payments under the act would be over $40 millien
annually. But this pales when compared to the proposed expansion of !
the New Jersey Spill Fund which needs an additional $200 million per

year according to the state Department of Environmental Protectioen,

In 1986, an estimated 1200 pileces of legislation addressing
insurance availability and tort reform have been introduced in the
states. In response to this rapidly growing state issue, both the
Council of State Governments and the National Governors Association
have formed special task forces to address the liability
insurance/tort reform issue.

While many CMA member companies have reduced their efforts in
state government affairs, the impact of state government on the
chemical industry continues to grow. Section R of this report
containg details on the extent of the states' involvement in issues
such as hazardous waste, right-to-know, emergency response, plant
safety, groundwater, hazardous materials transportation, air toxics ]
and chronic health.

E. Media

Editorial writers around the country responded very positively to
CMA Chairman George Sella's release of information about 6000
potentially responsible parties at NPL Superfund sites,

A curious, yet positive note was that while CMA was almost always
quoted as the source of information, that fact did not plant a kiss of :
death on the credibility of the material. Major newspapers at ]
opposite ends of the country -- for example, the Los Angeles Times
and Long Island's Newsday -- were timely and strong supporters of a
broad-hbased fund and early reauthorization.

The public's trust of technology to solve major social problems
has been dealt a series of hammer blows by recent failures. Bhopal.
Challenger. Chernobyl. Industry crities have taken to including all
three examples when talking about the chemical industry -- whether
they relate or not.

The recent 0SHA offensive in publicly airing the results of
inspections will increase the pressure. Apparentlv the same
inspection techniques will be used in 80 scheduled "special emphasis”
OSHA inspections. Whether the same publicity technigues are used
remains open to question.

The OSHA inspection at Union Qarbide's Institute, West Va.,
facility gained substantial attention. Although Union Carbide has
explained that the OSHA comment about use of workers as gas leak
detectors -- "canaries" -- was false, editorial writers were
particularly outraged by even the suggestion.

Finally, ecurrent surveys of public oﬁinion indicate that the
public has not moderated its opinion about possibilities for a major
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chemical accident in the U.S. In the year since the first poll was
taken after Bhopal, more Americans are convinced there will be an
accident, A clear majority faver stronger regulation of the industry,
even if it leads to higher prices.

I1. TSSUES AND PROGRAM STATUS

A. Hazardous Waste (Superfund)

1. Congressional Developments and Response

House and Senate. The Superfund conferees could not complete
the work necessary to reauthorize the cleanup program by April 1.
This was the date EPA Administration Lee Thomas had established he
would be out of Superfund money and would have to begin cancelling
contracts, and shutting down the cleanup program. Congress avoided
this crisis by passing, under an unaminous agreement, a 5150 million
fund for EPA to continue the Superfund program through May 31. This
money will come from a repayable transfer to the Hazardous Substance
Response Trust Fund from general revenue.

The May 31 deadline of the short term extension is fast
approaching and the Superfund conferees have been meeting regularly to
try to construct & compromise. Recently Senator Robert Stafford (R-
VT) developed a second Senate offer on the program issues and sent it
to the House conferees to consider. This Senate offer is viewed by
most of the business community as an extreme anti-industry propesal on
most of the major Superfund program issues. Therefore, we feel it
does not represent a reasonable compromise between the two bills.

The House conferees met April 30 to consider Stafford's second
offer and they noted 20 to 9 to reject the proposal. Then the House
conferees considered Representatives John Dingell (D-MI), Dennis
Eckart (D-OH), Norman Lent (R-NY) and Gene Snyder's {R-KY} compromise
proposal and voted 19-1 to offer it to the Senate conferees. CMA
believes this House offer represents a reasonable approach to work
from in developing a compromise on the Superfund program issues.

The program confereas have agreed upon most of the minor issues. The
major issues of cleanup standards, settlements, health authorities and
right-to-know are still being discussed, but it is anticipated they
can resolve these issues before Congress recesses for the Memorial Day
holiday, May 21.

The House offer did agree with the Senate offar that the size of
the fund to finance the program issues should be §8.5 billion over
five years. The confereses on the taxing mechanism have been waiting
for the program conferees to agree upon the size of the fund. Even
with this agreement, the tax conferees have not been meeting and do
not have a meeting scheduled. We do not expect them to resclve the
funding mechanism issue before May 31. Also, Congress does not appear
interested in aspproving another short term extension at this time.
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Thus, EPA could begin experiencing another financial shortfall for the
Superfund program after May 31.

CMA continues to be activaely involved in working with the
conferees and committee staff on both the programmatic and funding
portions of the Superfund bills. Special attention is being given to
cleanup standards, settlements procedures, cleanup schedules, and the
emissions reporting requirement. On funding, CMA's efforts focus on
the unfairness and irequity of the House-passed bill and the need to
include a broad based source of revenue as part of the final packags.

2. Grassroots Activities

The Grassroots Program has requested letters be sent to House and
Senate Superfund conferees with the following message:

Encourage House and Senate conferees to get on
with the Superfund reauthorization process and
pass a five year bill as soon as possible.

The House passed funding package is punitive on
the petrochemical feedstock industry and a broad
based tax should be adopted to more equitably 1
distribute the burden of financing Superfund.
EPA's list of more than 6,000 PRP's (Potentially
Responsible Parties) is justification for a
Superfund broad based tax.

© ek b . ria

3. Litigation and Related Legal Activities

NCP Litigation. CMA, along with other industry petitiomers,
has filed suit challenging the final revision of the National
Contingency Plan (NCP). The NCP is the regulatory basis for the
Superfund program and includes standards for Superfund cleanups.
CMA's issues in the suit center around whether the EPA followed t
statutory requirements in promulgating the NCP, particularly whether
the NCP contains an adequate method and criteria to guide the exercise
of EPA's discretion under the NCP. The suit also challenges EPA's
relagation of cost-<effectiveness as a second step in the remedial
selection process. The other industry petitioners included the
American Insurance Association, Edison Electric Institute, United
Technologies, SCA Services, Asarco, CPC International and the Lone
Pine Steering Committee. Two statés, Ohio and Colorado, have also
filed suit. The parties have recently filed statements of issues.

The Court will set a briefing schedule. The parties may seek to
postpone briefing pending the cutcome of Superfund reauthorization.

4. Communications

Thirty-three newspaper editorial board briefings were held in 30
cities recently on Superfund reauthorization. The cities -~ all of
which are in states or Congressional districtsrepresented by House and
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Senate Superfund conferees -- are:Cleveland, Lerain and Elyria,
Ohic; Wilmington and Dover, Del.; 3an Francisco, Hayward,
Sacramento and Woodbridge, Calif.; Minneapolis and St. Paul,
Minn.; Grand Rapids, Cadillac and Traverse City, Mich.;
Wichita, Hutchinson, Salina and Topeka, Kan.; Kansas City,

Mo.; Portland and Eugene, Ore.; New Orleans, Baton Rouge,
Lafayette and Lake Charles, La.; Long Island, N.Y.;

Knoxville, Tenn.; and Dallas, Houston and Ft. Worth, Tex.

Television news features were produced and distributed on release
of the EPA's list of "potentially responsible parties” at Superfund
waste sites, and on the Congressional deadlock onr Superfund tax
proposals. In addition, 14 radieo programs on various Superfund
reauthorization issues were produced and distributed to approximately
2400 stations.

B. Hazardous Waste Management (RCRA)

1. Regulatory Developments and Response

RCRA Mixture Rule. The RCRA Task Group submitted comments to
EPA on the Agency's proposal to regulate mixtures of commercial
chemical products. CMA's comments agree with the need to address
mixtures of commercial chemical products and with the use of the
Finney Model for mixtures whose ingredients have the same mode of
action. CMA's comments, however, recommend that the Agency either
validate the Finney Model for mixtures where ingredients have
substantially different modes of action or assume the ingredients act
independently.

Transfrontier Movements of Hazardous Waste. CMA submitted
comments to EPA and the State Department on an OECD proposed decision
document on transfrontier movements of hazardous waste. CMA's comments
were based upon the U.S. RCRA experience as it relates to the OEGD
proposals. CMA separately submitted comments to EPA on proposed rules
on exporting hazardous wastes. Although noting general concurrence
with the proposed rules, CMA noted several technical and definitional
concerns.

Land Disposal Ban Variance Petitions. The RCRA Task Group
submitted comments to EPA on the Agency's draft land disposal ban
varianca petitioner's guidance manual. This guidance manual will be a
key element for facilitijes petitioning for an exception to certain
wastes banned from land disposal. CMA's comments, as in earlier
comments submitted on the land disposal prohibition proposed rule,
focused on technical concerns and offered recommendations on how to
make the variance petition process work.

Underground Storage Tank Corrective Action Techmologies. The

RCRA Task Group submitted comments to EPA on the draft underground
storage tank corrective action technologies. The final EPA document
will be the basis for evaluating the adequacy of corrective actions
for leaking underground storage tanks that require remedial action.




CMA's comments noted technical differences between chemical Storage
tanks and petroleum storage tanks which formed the basis of the drart
document.

2. Litigation and Related Activities

United Technologies v. EPA (Codification Rule I). CMA& is an
intervenor in a court challenge to EPA's July 15, 1985 codification
rule. Through settlement negotiations with EPA, CMA has obtained some
relief on issues regarding lateral expansion of impoundments, waste
manifest certificatiens, and FOIA requests. On May 19, 1986, CMA
joined the other industry petitioners (American Petroleum Institute,
American Iron and Steel Institute, Motor Vehicle Manufacturers
Association, Edison Electric Institute, United Technologies) in a
brief in which we argued that:

1. The entire rule is procedurally invalid since notice and
comments were not accorded; |

2. EPA misread the 1984 Amendments by requiring owners and
operators to take corrective action to clean up prior
releases of hazardous constituents throughout their
property. Corrective action should be limited te these
areas used for managing hazardous waste and areas contiguous
thereto; and

3. EPA misread the 1984 Amendments by excluding from the double
liner and leachate collection requirements only those
facilities that received permits prior to Novemer B8, 1584 as
opposed to also those facilities that applied for a permit
prior to November 8, 1984,

CMA v. EPA (VHS Inorganic Model). CMA has challenged EPA's

rule that would use g fate and transport model for listing and
delisting materials as hazardous waste. Our concern is that the model
does not account for site-specific factors that reduce toxicity or may
slow the migration of the constituents. CMA is discussing the issue
with EPA in settlement negotiations.

3. Communfcations

Five programs for the "Lifestyle” radio series were produced and
distributed on waste management issues -- specifically on new
treatment and disposal technologies,

C. Ailr

1. Congressional Developments and Response

»
. Inspired by U.S. and Canadian reports on acid rain, Congressmen
‘:'i Henry Waxman {(D}-CA) and Gerry Sikorski (D-MN) introduced a far
8 |
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reaching acid rain control bill (H.R. 4367) with 150 co-sponsors
including 44 Republicans, on April 10. Congressmen John Dingell (D-
MI) and Edward Madigan (R-IL} caused hearings to be extended from two
to four days, to allow more testimony in opposition to the bill.

There was ample testimony by industry including large users of
electricity.

H.R. 4567 would establish a nationwide program requiring states
to adopt plans fer reducing SO02 by 10 million tons and NOx by 4
million tons through stationary and mobile scurce controls, by 1997.
It also would establish a trust fund from a fee not to exceed 1/2 mill
per kilowatt hour on the generation and importation of electric
energy. The fund would be available for interest payments on debt
which electric utilities might incur through installation of pollution
controls. It is intended to limit residential rate increases to 10%.

Sixteen of the 25 members on Waxman's subcommittee are co-
sponsors of H.R. 4567, so the bill easily could be voted ocut of
subcommittee. However, an inter-industry strategy is being developed
to impede the bil! in subcommittee and/or full committee. CHMA has
been compiling member company evaluations of the impact of H.R. 4567.

It is possible that during subcommittee or full committee mark-
up, comprehensive amendments of the Clean Air Act could be offered to
H.R. 4567. CMA's Clean Air Act Task Group has begun to develop
strategy in the event that adverse hazardous air pollutants amendments

are proposed.

2. Grsésroots Activities

The Grassroots Program has developed an air toxics message. That
message 1s:

The chemical industry is committed to the safety

of its employees and community. It is re-examining
its plants and supporting programs designed to
maximize the safety of each plant.

The Grassroots Program will concentrate on communicating our
commitment to safety to key Congressmen and Senators. Grassroots
contacts are being asked to familjarize their Congressmen and Senators
with current federal and state programs which regulate plant emissijons.
The goal is to communicate to Congress the success of the industry's
prograss in complying with existing regulations and progress in
implementing voluntary programs that address the air toxics and
chemical safety issues.

Grassroot contacts will be encouraged to begin educating
Congressmen and Senators about specific plant programs designed to
improve safety. These programs will-'include reference to CAER and
NCRIC. The air toxic policy adopted by the CMA Board of Directors may
also be an appropriate tople to discuss with the Congressman or )
Senator.
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